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. .. + A monthly report by the National Planning Association on 
forward-looking policy planning and research—announced, un- 
derway, and completed —of importance to the nation’s future 


Business Forecasting: 


Is It Really Getting Any Better? 


Economics Editor 
Business Week Magazine 


by Leonard Silk 


“Man is changed by his living; but not fast enough. 
His concern today is for that which yesterday did not occur... 
He tosses at night who at noonday found no truth.” 


—W. H. Auden and Cristopher Isherwood 


F, NOWADAYS, we forecasters toss less at night, it is because in the noonday of 
economics and economic statistics we have found some truth, many truths. It is 
because we have learned a great deal about what makes our economy function. This 
learning process began in the great controversies that rocked economics during the 
great depression, the controversies between the Keynesians and the anti-Keynesians, 
over the interrelations between national output, income, savings, investment, con- 
sumption, the structure of interest rates, the supply of money, the level of employment. 

On balance the verdict of history has apparently given a victory—but not a perfect 
or war-to-end-all-wars victory—to the Keynesians. As Professor Dudley Dillard of the 
University of Maryland declared at the retrospective session on Keynes at the 
December 1956 convention of the American Economic Association: “We are nearly 
all Keynesians now.” And even the few remaining hold outs would scarcely dissent 
from the conclusion of Professor William Fellner of Yale, who said at the same 
session: ““The range of problems on which he has compelled us to agree or to disagree 
with him is wide. For this posterity will be grateful to him.”’ Posterity, famed for its 
absent-mindedness and, especially in America, its disdain of history, may however, 
simply forget what an enormous contribution Keynes made by forcing us to study the 
way the entire national economy operates. 


In This Issue— 


BUSINESS FORECASTING: 
IS IT REALLY GETTING 
ANY BETTER? 
by Leonard Silk 


THE SCIENTIFIC REVOLUTION 


ECONOMY, LIBERTY AND THE 
STATE 


NEXT DECADE’S PUBLIC 
SPENDING 


the people of NPA 


Long Range Planning 


e “Looking back, we have seen how in- 
dustrial engineering, market research, con- 
trol, and other techniques have given 
progressive companies an important edge 
over competitors. Looking ahead, I see 
long-range planning as another concept 
that will spell the difference between suc- 
cess and mediocrity in business.” 


From an article by Bruce Payne entitled "Steps 
in Long-Range Planning,” Harvard Business 
Review, March-April, 1957. 


* 


KS 
> 
= = 
= 
= 
Y 


Indeed, the great value of the Keynesian controversy and 
of the economic renaissance to which it gave rise went far 
beyond the interpretation and partial acceptance of Keynes’ 
General Theory. It infused new life into many areas of 
economic research, helped point out areas where more 
work had to be done, and did much to show the relevance 
to the entire economy of research being done in scattered 
sectors, and thereby to increase the usefulness of both 
empirical and theoretical work. 

The most important instance of this fructifying and uni- 
fying effect of the Keynesian revolution was the impetus it 
gave to the completion of the Gross National Product 
system of accounts and its application to crucial problems 
of policy, analysis, and forecasting. One could just as well 
say it the other way around: The GNP system of national 
accounts provided the factual basis for macroeconomic 
theory and made it immediately useful as a guide to eco- 
nomic policy. Whichever way you prefer to say it, it’s clear 
that what took place in the 1930s and early 1940s, under 
the spur, first of depression, then of war mobilization and 
defense planning, was one of those fortunate mergings of 
two independent streams of research which has sometimes 
enriched other sciences. 

The flowing together of national income accounting and 
national economic theory is the real origin of our modern 
and, I think we may fairly say, more scientific approach to 
business forecasting. This confluence was also the basis of 
the revolution in national economic policy in just about 
every nation in the Western world—with its mixture of 
good (avoidance of serious depression) and of evil (in- 
creased proneness to inflation). 


HE TRIUMPH of Keynesian economics was secured 

not simply on intellectual grounds but as a result of 
the conquest of the great depression in such a way as to 
confirm the basic Keynesian argument. To be sure, policy- 
makers did not deliberately choose to go all out with a 
deficit spending program aimed at boosting effective de- 
mand high enough to wipe out all unemployment. It was, 
of course, the need to pay for the war that forced the 
enormous increase in government spending in excess of 
tax revenues. Nevertheless, the stimulus which loan expen- 
diture by government gave to increasing total production 
(of both guns and butter) and hence to total employment 
basically confirmed the Keynesian model. 

The usefulness of macroeconomic theory in combination 
with the GNP system of national accounts and other statis- 
tical data developed during and just after the depression 
was further demonstrated by the effective job of mobiliza- 
tion and defense production planning that our government 
economists did during the war. The ‘new. economists” 
reached new heights of confidence in their skill and 
foresight. 

But this confidence boom among Keynesian economists 
on the perfection of their analytic system was headed for 


a slump—in the postwar period. On the basis of some 
rather simple formulations of the relationship between 
government expenditures, gross national product, and em- 
ployment, nearly all of the ‘new economists” predicted a 
serious postwar depression, in which unemployment would 
mount to eight or ten million and in which the government 
would have to take strong emergency actions to prevent 
an even more serious catastrophe than the depression of 
the 1930s. 

In taking this position, Keynesian economists—both of a 
mathematical and nonmathematical persuasion—were un- 
doubtedly influenced to a large extent by the depression- 
born philosophy of ‘‘stagnationism” that underlay Keynes’ 
General Theory and that was made explicit by some Amer- 
ican economists, particularly Professor Alvin Hansen of 
Harvard University. The stagnationists thought they per- 
ceived a chronic tendency of investment opportunities in a 
“mature” economy—such as ours—to fall short of the 
society's propensity to save, and hence concluded that, 
under peace-time circumstances, the long-run tendency of 
the American economy would be toward deflation and de- 
pression. Government would have to stand prepared at all 
times to stoke up the economy's boilers. Full employment 
and economic growth would depend upon the continuation 
of such “high pressure” government economics. 

To ensure that the government would be constantly 
alert to its task—and would not try to duck the responsibil- 
ity of taking timely and decisive action to prevent a recur- 
rence of mass unemployment—liberal Congressmen and 
Senators, backed by the economic technicians, pressed for 
and got the Employment Act of 1946, which charged the 
government with the task of promoting ‘‘maximum levels 
of employment, production, and purchasing power.” In the 
scrap between liberals and conservatives over this Act, its 
language was made extremely vague and ambiguous. The 
government was to promote “maximum’’ employment (un- 
defined) within the ambit of the country’s “other needs 
and obligations and essential considerations of national 
policy” and “in a manner calculated to foster and promote 
free competitive enterprise.” 


EVERTHELESS, the acceptance by government of the 
of promoting ‘maximum’ employment—how- 
ever vague the concept—and the establishment of a Council 
of Economic Advisers to help the President determine how 
this could best be done, was a dramatically new develop- 
ment and one which, in a sense, set the seal on the progress 
that economics had made since the depression. 

The legislators who drafted and voted for the Employ- 
ment Act of 1946 obviously believed that economic knowl- 
edge had advanced to the point where economists could 
effectively instruct the government on how to attain and 
preserve high levels of employment, production, and pur- 
chasing power. Respect for the worth of economic knowl- 
edge had come a long way from former President Hoover's 
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sad lament when he thought back to the policy problems 
he faced at the onset of the great depression: ‘There was 
little economic knowledge to guide us.” 

Indeed, this new appraisal of the competence of economic 
experts probably went too far. For it soon became obvious 
that the state of economic knowledge was considerably less 
excellent than it had seemed in 1945. 

The widely-advertised postwar depression failed to ap- 
pear. The cardinal postwar problem turned out to be, not 
deflation and stagnation, but inflation. And the American 
economy, exhibiting a remarkedly expansive power and an 
amazing stability, rolled forward. Time and again, the 
economic Cassandras who greeted each moderate change 
in trend as the start of a serious depression were proved 
wrong. 

It was clear to most economists that a great deal of new 
work had to be done—to explain the American economy's 
new-found stability and dynamism, to improve economic 
forecasting, to cope with the problems of inflation, to im- 
prove understanding of money and credit in a situation in 
which monetary policy had regained its position, over fiscal 
policy, as the main instrument of economic control. 


O A GREAT DEAL of economic research (much of it 
actually started before the war) has gone forward on 
many fronts—development of national balance sheets and 
long-range forecasting techniques, particularly by Gerhard 
Colm [NPA’s Chief Economist}, studies of the flow of 
funds in the United States by Morris Copeland and econ- 
omists of the Federal Reserve Board; studies of inter- 
industry (or input-output) economics by Wassily Leontief 
and others here and abroad; studies of savings in the United 
States by Raymond Goldsmith; the construction of more 
complex econometric models for forecasting and decision- 
making by Jan Tinbergen, Lawrence Klein, Ragnar Frisch, 
and others; theories of inventory behaviour by Lloyd 
Metzler and Moses Abramovitz; studies of consumer be- 
haviour by George Katona, Irwin Friend, James Tobin, 
James Duesenberry; studies of economic growth by Roy 
Harrod, Evsey Domar, Simon Kuznets, W. Arthur Lewis, 
and many others. 

A great deal of empirical analysis was done at the Na- 
tional Bureau of Economic Research and elsewhere on 
economic indicators, diffusion indexes, productivity trends, 
relations between consumer buying and various stages of 
production, capital formation in different economic sectors. 
A great deal of work was done to develop new “expecta- 
tional’’ surveys of important sectors of the American econ- 
omy—on capital spending by the McGraw-Hill Department 
of Economics and by the Securities & Exchange Commission 
and Department of Commerce; on consumer spending by 
the University of Michigan’s Survey Research Center and 
the Federal Reserve Board. 

This extremely brief account of recent research develop- 
ments could of course be very considerably extended—but 


it should serve to show that American economists since the: 


war have not been guilty of either a lack of industry or 
inventiveness. When all of the recent work finds someone 
who can organize it into a new Summa economica, it will 
doubtless seem even more impressive than it does today. 

We have moved a long way from the primitive and 
cocksure approach to forecasting that went so sour in 1946. 
We have come to see that no dinky little model of the 
entire U. S. economy can suffice to provide us with all the 
answers. The forecasting record since then has been gen- 
erally good—far from perfect, but good. I think the record 
will show that the majority of economists have correctly 
perceived the major turning points of each of the three 
postwar recessions and have not been unduly slow to rec- 
ognize the factors making for recoveries. 

Not only in the United States but in other Western 
countries, as Professor Theil of the Netherlands School of 
Economics points out in his brilliant new study, “Economic 
Forecasts and Policy,” the most common fault of the fore- 
casters has been the underestimation of changes. They have 
been generally right in spotting the directions of change, 
but they have understated the magnitude of change on both 
the up and the down side. Of course, there have been also 
a few extremists on both sides—bulls who could never 
recognize a reversal of direction in the economy and bears 
who refused to believe that each dip was not a prelude to 
total collapse. 

For the most part, though, the economists have performed 
well—but too cautiously, too timidly. That is a fault which 
we must learn to correct. One way of doing it must be to 
recognize, by studying the past, that if we are right on 
direction, we had better make sure the magnitudes of pre- 
dicted change bear some resemblance to the magnitudes of 
past changes. Once again, we shall toss less at night when 
our noonday truths are more secure. 


T PRESENT, we are in a period of re-evaluation of 
A the forecasting methods and approaches developed in 
the past two decades. This process of brutally objective 
criticism to expose past failures and to point up past suc- 
cesses is a necessary precondition for fresh advances. We 
are setting higher standards for ourselves: We have come 
to see that a forecast, to be judged acceptable, must be not 
merely within some apparently acceptable range of the 
actual figure that was predicted, but rather within a closer 
range than a “‘naive’’ forecast of no change would have 
indicated. 

e I cannot here attempt to summarize all the recent work 
which has been done to sharpen our tools of analysis and 
forecasting, but let me cite a few examples: 

e The work of Robert Eisner on business investment, 
which leads to the conclusion that businessmen should not 
be expected to incur capital expenditures in response to 
increases in sales unless they are confident that the increases 
are permanent, rather than temporary or stochastic. This 
is the investment counterpart of Milton Friedman's “‘perma- 


nent income” hypothesis to explain changes in consumer 
spending, as a lagged response to income changes. 

@ The work of Robert Ferber and others in analyzing the 
results of expectational surveys—in particular, Ferber's 
finding that, if the particular data sought are germane to 
the firm’s plars and operations, serious attempts at accurate 
forecasts (resulting in more successful forecasts) can be 
expected, but that, if the data are external to the firm’s 
operating concerns, a sloppy or meaningless forecast is 
what the surveyer is likely to get. 

e The work of Sidney Alexander and others in subjecting 
the leading indicators, or diffusion indexes, to exacting 
tests which reveal that there is a large variance in the actual 
timing of correctly predicted turning points relative to the 
prediction—as well as many a false signal about impending 
turning points. 

e A wider recognition by econometricians themselves that 
it is still too perilous for a forecaster to deliver himself 
wholly into the hands of his econometric model—if he 
must take the responsibility for his findings in a real situa- 
tion and is not simply having fun in the journals. 

Much remains to be done, but I feel confident that we 
are tackling our job in the right way. Most of us have 
moved toward what I might call the O.S.S. or C.I.A. type 
of approach to forecasting—in which we amass a great 
deal of information of many sorts about our enemy, the 
business cycle, and piece it together into an over-all pattern 
that makes sense. We have learned not to be dogmatic 
about our methods—we prefer different methods as cross- 
checks on each other. I believe that virtually all economists 
would agree with Professor Theil that “There is the ob- 
vious necessity to extend our knowledge, both in the em- 
pirical and in the theoretical area. Much computational 
work will have to be done before our understanding of 
plans and expectations is really satisfactory; also, further 
theoretical progress has to be made.” 

My final thought is that business forecasting should not 
attempt to repeat the fallacies of false scientificality that 
other social studies have sometimes committed in the past. 
It is fine for forecasting to become “more of a science, less 
of an art’’—provided that the forecaster does not forget 
that a part of his task must always depend on judgment, 
instinct, a feel for the social and political climate. He 
must also not forget to consider a sense of the way people 
are thinking and are likely to behave, including such critical 
policy-makers as the chairman of the Federal Reserve Board 
or the Secretary of the Treasury or the Majority Leader of 
the U. S. Senate or the president of United States Steel or 
the president of the United Steelworkers of America or 
even the President of the United States. 

We may labor long and hard on our sampling variances, 
our leading indicators, our linear systems, and predeter- 
mined variables, and asymptotic covariance matrices, but 
people will still louse us up. Uncertainty is our destiny. 
However, as the old saying goes, a man should live if only 
to satisfy his curiosity. 


—The People of NLA— 


A. C. Hoffman 


A. C. Hoffman, member of NPA’s Agriculture Commit- 
tee has recently become Vice Chairman of this Committee. 
A farm-reared native Kansan, Mr. Hoffman has a keen 
interest in varied phases of farm activities. In 1926, he 
received his undergraduate degree from Kansas State Col- 
lege, and following graduation, he was for two years a 
County Agricultural Agent for the State of Kansas. 


Mr. Hoffman, pursuing a career in the field of agricul- 
tural economics, has served in government, educational, and 
private industry positions, in his chosen field. After receiv- 
ing his Master of Science degree in agricultural economics, 
and his Ph.D. from Harvard University in economics, he 
entered into the teaching profession and became an assistant 
professor of agricultural economics at the University of 
Wisconsin. He taught at Wisconsin from 1931 to 1934. 


In 1934, he left the University to work for the United 
States government. He became an agricultural economist in 
the Marketing Research section of the Bureau of Agricul- 
tural Economics, and held this position through 1940. 
Continuing to serve the government after leaving the 
Bureau, Mr. Hoffman became the Washington director of 
the Food Price Control in the Office of Price Administra- 
tion in 1941. 


In 1944, he entered private industry. Since this time he 
has been with the Kraft Foods Corporation, and is now the 
Vice President for Purchasing. 


He is the author of numerous studies and papers in the 
field of agricultural marketing including a Temporary Na- 
tional Economic Committee Monograph, No. 35, ‘“Large- 
Scale Organization in the Food Industries.” 
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The Scientific Revolution 


AN THE AMERICAN PEOPLE meet the challenges 
of the “‘scientific age?” In the winter of 1958, Yale 
University was host to over two hundred “‘of the best minds 
of our nation” who investigated the implications of these 
challenges to the American people. This conference on 
‘America’s Human Resources to Meet the Scientific Chal- 
lenge,” was a “searching assessment of this nation’s 
strengths and weaknesses and of our national posture as 
we stand uncertainly on the threshold of the scientific 
revolution.” 

As a result of the large response to the Conference from 
the public and press, the President's Committee on Scientists 
and Engineers, and the William Benton Foundation, co- 
sponsors of the Conference, made the “significant ideas” 
brought out in the Conference available in book form. 

A member of the Conference, Allen W. Dulles, Director 
of Central Intelligence, and formeriy a member of NPA’s 
International Committee, in his discussion ‘The Soviet 
Challenge,” states that it is not surprising that the Soviets 
have outstripped the United States in certain military fields. 
“Granting something like equality of brain power applied 
on each side, the answer comes close to being a mathe- 
matical one and there is no reason to seek any mysterious 
or sinister cause.”” Mr. Dulles points out that although the 
Russian national product is only some 40 percent of that 
of the United States, the Soviets produce “in the military 
field, hardware and assets very nearly equivalent to our 
own.” 

While the build up of Soviet military power is an omni- 
present danger to the West, Mr. Dulles feels that a far 
greater danger lies in the compatatively unadvertised pro- 
gram of Communist subversion which is taking place in 
the Middle East, Asia, and Africa. He warns the United 
States against becoming too “‘missile-minded,” and _ states 
that if we do not maintain an adequate defense against 
“other dangers,” the “Sputnicks can become a kind of 
Trojan horse. We might win the military race and yet lose 
great areas of the world that are vital to our own national 
security.” 

Clarence Faust, President of the Fund for the Advance- 
ment of Education and Vice President of the Ford Founda- 
tion, in his assessment ‘“The Function of Education,” states 
that “the key to the solution of the problem of achieving 
quality in a system of mass education is the establishment 
of clear purposes for our educational system and a firm 
commitment to sound priorities for education.’” Mr. Faust 
feels that the general public, not the schools and schoolmen, 
is to blame for the confusion which has arisen over the 
purpose of education. Intellectual development has been 
assigned a low position in the educational system of devel- 
oping “the whole child,” and the general public “has found 
it amusing to deprecate eggheads.”’ 

What is desperately needed, states Mr. Faust, is a “new 


respect for intelligence, for intellectual achievement, for 
the life of mind, for books and for learning, for basic 
science and for philosophic wisdom.” Whether we outstrip 
other societies in educational achievements will not depend 
on matching them doctor for doctor, and engineer for 
engineer, “but in laying more solidly and broadly the 
foundations for basic science and philosophic wisdom.” 

Gerhard Colm, NPA’s Chief Economist, in his discus- 
sion on “Economic Factors of Scientific Development,” 
points out that “In a society of free institutions the govern- 
ment has a responsibility to support scientific training and 
research not merely in areas in which there is a direct and 
immediate government interest (e.g. national defense) but 
also in other areas where the need for advancement cannot 
adequately be met by private nonprofit or business organ- 
izations.” 

Dr. Colm suggests a supplementary approach to bring 
about a greater general recognition of the contribution of 
science to the life of the community. Dr. Colm proposes 
that a scientific development program in which the govern- 
ment would provide a National Academy—broadened to 
include the social sciences—with a fund which would en- 
able a limited: number of scholars to serve as research 
academicians and to receive relatively high permanent 
salaries. The academicians’ only obligation would be to 
pursue research in their own chosen field of interest. 

“This program,” states Dr. Colm, “is only an illustration 
of one method which may add prestige to the individuals 
who devote their lives to basic research and which may 
thereby add prestige to the role of science in society as a 
whole.” (The Scientific Revolution Challenge and Promise, 
edited by Gerald W. Albers and Paul Duncan, Public Af- 
fairs Press, Washington, D. C.: 1959, $6.00, 288 pp.) 


Metropolitan Surveys 


Designed as an aid to persons concerned with the press- 
ing problems of metropolitan areas, Mefropolitan Surveys: 
A Digest, presents descriptions of three basic types of 
metropolitan surveys taken in the United States from 1932 
through 1958. Also included are descriptions of the pur- 
pose, organization, financial support, and recommendations 
of each survey. The Digest was prepared “primarily to 
facilitate this interchange of knowledge of, and interest in, 
metropolitan area government and its problems and pros- 
pects.”” (Metropolitan Surveys: A Digest, Government Af- 
fairs Foundation, Inc., Public Administration Service, 
Chicago: 1959, $8.00, 272 pp., Cloth, maps, tables.) 
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Mr. Sonne receiving ASF Award from Lithgow Osborn 


H. Christian Sonne, Chairman of NPA’s Board of 
Trustees, was awarded the American-Scandinavian Founda- 
tion's gold medal at the annual meeting of the ASF’s Board 
of Trustees on February 6 in New York. Mr. Sonne, a 
Trustee of ASF since 1928, retired as the Foundation’s 
Treasurer, a post which he had held for 25 years. 

In awarding the medal to Mr. Sonne, Lithgow Osborn, 
Chairman of the ASF and member of NPA’s International 
Committee said, “The Foundation’s gold medal has been 
given to only five people for distinguished service to the 
cause of American-Scandinavian friendship and under- 
standing. No one of its past recipients has deserved it more 
than Hans Christian Sonne. No future recipient can ever 
possibly deserve it more.” 


Economy, Liberty and the State 


HE BASIC DIFFERENCES between life under the 

Soviet system, and life in the Western nations, lies not 
so much in the realm of economics as in their political and 
cultural character, states Calvin B. Hoover, in his recent 
study, The Economy, Liberty and the State. Dr. Hoover, 
Director of Research of NPA’s earlier Committee of the 
South, analyzes the relationships among the major national 
economies, the liberties enjoyed by their citizens, and the 
extent of the states’ control over the lives of their citizens. 
He concludes that modern capitalism as it exists in the 
Western nations today is strong, productive, popular, and 
in almost no danger of being supplanted or overthrown by 
collectivism in any important country of the West. 

Pointing out the contradictions of theory and practice in 
the Soviet economic system, Dr. Hoover states that ‘The 
contrast between the theoretical system which Marxists had 
championed as a superior alternative to capitalism and the 
actual system which the hierarchy of the Communist Party 
eventually chose for the Russian people is so extreme as to 
be almost incredible.” According to Marxist doctrine, says 
Dr. Hoover, the elimination of capitalism—the destruction 
of the institution of private property—would thereby auto- 
matically increase economic and political liberties. 

However, states Dr. Hoover, ‘‘one cannot simply say that 
the Russian experience proves that personal liberty is bound 
to be most sharply limited under socialism. What the 
Russian experience does prove is that a socialism which 
embodies liberty is not to be attained by the Soviet route.” 
In addition, says Dr. Hoover, the Soviet experience has also 
shown that the elimination of private property and other 
institutions cognate with capitalism has not changed the 


basic personalities and characteristics of men. The use of 
rewards, generally a material incentive, which play as 
important a part in the socialist economic system as in the 
capitalistic West, is an overt example of these basic 
similarities in man. 

Personal freedom under the Soviet system and in the 
Western nations is so completely different that it is im- 
possible to describe it as a “matter of degree,’”’ states the 
author. If one views a typical worker in the quasi-capital- 
istic economy of the West as an employee under a hierarchy 
of control extending from top management down through 
the foreman, the employee's position might appear similar 
to that of the Soviet worker. 

Dr. Hoover points out, however, that the great difference 
between the two workers’ positions lies in that in the Soviet 
system, hierarchic rank is associated with the managerial 
elite who have a substantially greater authority over those 
of lower rank. The employee is not protected by his trade 
association in his relations with management, and he has no 
control over the selection of trade union management. He 
also has few alternative sources of employment, and cannot 
choose a representative to express his point of view regard- 
ing the controls on either management, trade unions, or 
working conditions. 

Of particular concern to Dr. Hoover is the fate of basic 
human liberties under the major types of economic systems 
which now exist in the world. ‘The prospect for the revival 
of liberty in countries which now have the Soviet political 
and economic system does not appear promising,” he states, 
“except to some extent in Yugoslavia and possibly in 
Poland.” Consequently, “the survival of liberty depends 
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upon the end result of the evolutionary process through 
which capitalism has been going in recent decades in which 
the roles of the state and of organizations have grown so 
tremendously. Already we can speak of capitalism as 
characteristically an organizational economy rather than 
an economy of individual enterprise.” 

“Perhaps the greatest weakness of modern capitalism,” 
states Dr. Hoover, “is its lack of support among a large 
part of the intelligentsia.’ Because the intelligentsia fails 
to support this system, it has become ‘‘vulnerable to re- 
placement by a substitute system through parlimentary or 
revolutionary means, or to continuous expansion of the role 
of the state to the point where drastic change might be 
required in order to keep the economy functioning.” 

Although the intellectual has come to associate the inter- 
ests of the public and the capitalist as fundamentally in 
conflict, Dr. Hoover points out that intellectuals do not 
generally accept the proposition that administration of the 
economy by a hierarchial bureaucracy is the alternative to 
capitalistic organization. Dr. Hoover does, however, laud 
the intellectuals’ objectivity and ability to modify their 
views when confronted by the facts. 

Viewing modern capitalism in relation to its world 
setting, Dr. Hoover states, that, ‘the modern form of the 
capitalistic state might appear to stand midway between 
the laissez-faire state of the past and the modern totalitarian 
state in terms of restriction of personal liberty. But there 
are at least three reasons why this increased role of the 
state in the capitalistic countries of the West does not 
appear on balance to have diminished personal liberty as 
yet.” First, most limitations which have been placed on man 
in the modern capitalistic state are on his “business liber- 
ties,” rather than his “‘personal liberties.’ Second, extension 
of state economic intervention or controls usually follows a 
prior increase in the power of some economic element—for 
example, the corporation—over individuals. When cor- 
porate management's power became so strong as to place 
management at an advantage in transacting wage bargains 
with the worker and in selling goods and services to the 
consumer, limitations were placed on the business liberty 
of corporate management. These limitations were to the 
advantage of the worker vis-a-vis the corporation. Third, 
despite the tendency for the expansion of the role of the 
state to become compulsive and cumulative, as long as this 
process of statization is gradual, and does not result in 
economic crisis, there may be no ostensible loss of personal 
liberty. 

The point, short of complete statization, at which the 
devitalizing of individual liberties would become critical, 
is not easily ascertained, states Dr. Hoover. Personal liber- 
ties are more apt “to suffer wholesale repression by a 
government coming to power at a time of economic crisis,” 
than at any other time. There can be no doubt, says the 
author, “that the more advanced the process of statization 
of the economy, the easier and quicker is the task of a 
dictator in bringing a country completely under control,” 


and—likewise—maintaining such control. Under complete 
statization, the knowledge that one’s job can be taken away 
—without any alternative employment available—is the 
most efficacious in inducing submission to dictatorial powers. 
Lack of alternative employment, adds Dr. Hoover, “‘all but 
eliminates the possibility for the development of autono- 
mous centers of resistance to tyranny, moreover, for they 
can hardly exist without an economic base.” 

In examining the relationship between personal liberty 
and the complete statization of the economy, Dr. Hoover 
states that “the rate at which one affects the other remains 
highly complex.” He concludes that ‘It seems inevitable, 
however, that substantially complete statization of the 
economy would result in a critical diminution of liberty.” 

Prognosticating on the survival of liberties in the West- 
ern capitalist nations, Dr. Hoover states: ““We may conclude 
that the development of acceptable relations between the 
economy, liberty and the state clearly depends upon the 
evolution of the institutions of modern capitalism. Whether 
this evolution can be so guided that the role of the state 
remains below the critical level where the tyrant and his 
bureaucracy take over depends largely upon whether those 
who supply the guidance are endowed with the sometimes 
contradictory traits of tough-mindedness, goodwill and 
responsibleness.”" (The Economy, Liberty and the State, 
Calvin B. Hoover, The Twentieth Century Fund, New 
York: 1959, 458 pp., $5.00.) 


Next Decade's Public Spending 


Estimates of Federal, state, and local expenditures over 
the next decade, designed to provide perspective for mak- 
ing budgetary decisions, are set forth in a recent CED study 
by Dr. Otto Eckstein, Trends in Public Expenditures in the 
Next Decade. 

Dr. Eckstein, assistant professor of economics at Har- 
vard, concludes in his projections that, depending upon 
spending policies that are followed by the government, the 
Federal budget in 1968 will be from $6 to $34 billion 
larger than for the current fiscal year. : 

If the Administration and Congress adopt a strong 
economy-minded attitude, states Dr. Eckstein, Federal ad- 
ministrative budget expenditures, which are now estimated 
at about $81 billion in the current fiscal year, could be held 
to $87 billion in 1968, thus producing a surplus of $17 
billion at current tax rates. 

On the other hand, the author points out, if budgetary 
restraints on civilian programs are greatly relaxed, and if 
military expenditures follow the pattern unofficially re- 
ported in various publications to have been made by the 
Gaither Committee, expenditures could reach $115 billion 
in 1968, with a deficit of more than $10 billion at current 
tax rates. 

Dr. Eckstein finds, however, assuming the continuance 
of the recent over-all balance of attitudes and forces with 


respect to spending, expenditures in 1968 would be $97.1 
billion, with a surplus of $7.5 billion. 

State and local expenditures are estimated by Dr. Eck- 
stein to rise from $40 billion in fiscal 1960 to $54 billion 
in fiscal 1968, or by 35 percent. This is a higher rate of 
growth than all but the highest projection for the Federal 
government. At present tax rates, he states, the combined 
deficits of the state and local governments would probably 
increase from about $1.5 in the current fiscal year to almost 
$3.5 billion in fiscal 1964, and remain at about that level 
through 1968. 

Dr. Eckstein’s study should not be considered as a fore- 
cast of what expenditures will be, cautions Dr. Herbert 
Stein, Director of Research for the Committee for Eco- 
nomic Development. Rather, Dr. Eckstein has made a 
“careful, comprehensive and sophisticated appraisal of the 
quantitative implications of various possible policies and 
developments. . 

Dr. Eckstein’s projections are based on five major as- 
sumptions; that the degree of world tension would remain 
as it now is; that high employment would be restored by 
the end of fiscal 1960; that the economy would continue 
to grow at a rate of 3 percent annually; that the present 
division of functions between Federal, state, and local 
governments would not be altered substantially; and that 
tax rates would remain at present levels. (Trends in Public 
Expenditures in the Next Decade, Otto Eckstein, Commit- 
tee for Economic Development, New York: 1959, 64 pp.) 
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Economic World 


The aim of the newly-launched news journal, Economic 
World is “to publish a running monthly account of the 
highlights, the trends, and the potential breakthroughs to 
rapid economic progress throughout our world.” Its cov- 
erage is “Confined to the . . . story of man’s reaching out 
for a decent life on the local planet—especially in the new 
suburbs of Asia, Africa, and Latin America.” Economic 
World is published by the Committee for International 
Economic Growth, a “private, non-partisan, non-profit asso- 
ciation devoted to public education on the relationship 
between international economic development and_ the 
security of the United States.” 

NPA Board of Trustees Member, Eric Johnston, is 
Chairman of the CIEG; NPA National Council Member, 
T. V. Houser is on the Finance Committee; and NPA Board 
of Trustees and Steering Committee Member, A. J. Hayes 
is on the CIEG Executive Committee. Fourteen NPA Board 
Members and 32 National Council Members are on the 
CIEG Board of Sponsors. 

(Economic World, Committee for International Economic 
Growth, 1029 Connecticut Ave., N.W., Washington, 
D. C.; Copies available on request.) 


NPA REPORTS, in addition to LOOKING AHEAD, are sent auto- 
matically to members of the Association. For information on mem- 
bership, available publications and reports, write NPA Membership 
Department. LOOKING AHEAD is published 10 times a year. Per- 
mission is granted to quote from or reprint specific articles, unless 
otherwise stipulated, provided credit is given to LOOKING AHEAD 
and the National Planning Association. 
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